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receiver, fiscal agent, or similar officer
was appointed by a court for the busi-
ness or property of such person, or any
partnership in which such person was a
general partner at or within 2 years be-
fore the time of such filing, or any cor-
poration or business association of
which such person was a senior officer
at or within 2 years before the time of
such filing;

(2) Such person was convicted in a
criminal proceeding or is a named
party in a pending criminal proceeding
(excluding traffic violations and other
misdemeanors);

(3) Such person was the subject of
any order, judgment, or decree, not
subsequently reversed, suspended, or
vacated, by any court of competent ju-
risdiction, permanently or temporarily
enjoining or otherwise limiting such
person from engaging in any type of
business practice.

(l) Relationship with independent pub-
lic accountant. If a change or changes in
accountants have taken place since the
last annual report to shareholders or if
a disagreement with an accountant has
occurred that the institution would be
required to report to the Farm Credit
Administration under part 621 of this
chapter, the information required by
§ 621.4(c) and (d) of this chapter shall be
disclosed.

(m) Financial statements. (1) Furnish
financing statements and related foot-
notes that have been prepared in ac-
cordance with generally accepted ac-
counting principles and instructions
and other requirements of the Farm
Credit Administration and that have
been audited in accordance with gen-
erally accepted auditing standards by a
qualified public accountant, as defined
in § 621.2(i) of this chapter, and an opin-
ion expressed thereon. The statements
shall include the following statements
and related footnotes for the last 3 fis-
cal years: balance sheet, statement of
income, statement of changes in pro-
tected borrower capital and at-risk
capital, and statement of cash flows.

(2) The financing statements shall be
accompanied by a letter signed by the
chief executive officer and the chair-
man of the board representing that the
financing statements, in the opinion of
management, fairly present the financ-

ing condition of the institution, except
as otherwise noted.

[51 FR 8656, Mar. 13, 1986, as amended at 51
FR 21341, June 12, 1986; 51 FR 42087, Nov. 21,
1986; 53 FR 3335, 3337, Feb. 5, 1988; 53 FR 16697,
May 11, 1988. Redesignated and amended at 56
FR 29421, 29422, June 27, 1991; 56 FR 42649,
Aug. 28, 1991; 58 FR 48791, Sept. 20, 1993; 59 FR
37412, July 22, 1994; 60 FR 34102, June 30, 1995;
62 FR 4451, Jan. 30, 1997; 62 FR 15093, Mar. 31,
1997; 63 FR 36549, July 7, 1998; 63 FR 39229,
July 22, 1998; 64 FR 16618, Apr. 6, 1999]

Subpart C—Quarterly Report

§ 620.10 Preparing the quarterly re-
port.

(a) Each Farm Credit bank and direct
lender association shall prepare a quar-
terly report within 45 days after the
end of each fiscal quarter, except that
no report need be prepared for the fis-
cal quarter that coincides with the end
of the fiscal year of the institution.

(b) The report shall contain, at a
minimum, the information specified in
§ 620.11 and, in addition, such other ma-
terial information (including signifi-
cant events) as is necessary to make
the required disclosures, in light of the
circumstances under which they are
made, not misleading.

[62 FR 15093, Mar. 31, 1997]

§ 620.11 Content of quarterly report to
shareholders.

(a) General. The information required
to be included in the quarterly report
may be presented in any format
deemed suitable by the institution, ex-
cept as otherwise required by this sec-
tion. The report must be organized in
an easily understandable format and
not presented in a manner that is mis-
leading.

(b) Rules for condensation. For pur-
poses of this section, major captions to
be provided in the financial statements
are the same as those provided in the
financial statements contained in the
institution’s annual report to share-
holders, except that the financial
statements included in the quarterly
report may be condensed into major
captions in accordance with the rules
prescribed under this paragraph and
paragraph (f) of this section.

(1) Interim balance sheets. When any
major balance sheet caption is less
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than 10 percent of total assets and the
amount in the caption has not in-
creased or decreased by more than 25
percent since the end of the preceding
fiscal year, the caption may be com-
bined with others.

(2) Interim statements of income. When
any major income statement caption is
less than 15 percent of average net in-
come for the 3 most recent fiscal years
and the amount in the caption has not
increased or decreased by more than 20
percent since the corresponding in-
terim period of the preceding fiscal
year, the caption may be combined
with others. In calculating average net
income, loss years should be excluded.
If losses were incurred in each of the 3
most recent fiscal years, the average
loss shall be used for purposes of this
test.

(3) The interim financial information
shall include disclosure either on the
face of the financial statements or in
accompanying footnotes sufficient to
make the interim information pre-
sented not misleading. Institutions
may presume that users of the interim
financial information have read or
have access to the audited financial
statements for the preceding fiscal
year and the adequacy of additional
disclosure needed for a fair presen-
tation may be determined in that con-
text. Accordingly, footnote disclosure
that would substantially duplicate the
disclosure contained in the most recent
audited financial statements (such as a
statement of significant accounting
policies and practices), and details of
accounts that have not changed signifi-
cantly in amount or composition since
the end of the most recent completed
fiscal year may be omitted. However,
disclosure shall be provided of events
occurring subsequent to the end of the
most recent fiscal year that have a ma-
terial impact on the institution. Dis-
closures should encompass, for exam-
ple, significant changes since the end
of the most recently completed fiscal
year in such items as accounting prin-
ciples and practices; estimates inher-
ent in the preparation of financial
statements; status of long-term con-
tracts; capitalization, including signifi-
cant new indebtedness or modification
of existing financing agreements; and

the reporting entity resulting from
business combinations or dispositions.

(4) If, during the most recent interim
period presented, the institution en-
tered into a business combination
treated for accounting purposes as a
pooling of interests, the interim finan-
cial statements for both the current
year and the preceding year shall re-
flect the combined results of the pooled
businesses. Supplemental disclosure of
the separate results of the combined
entities for periods prior to the com-
bination shall be given, with appro-
priate comments or comparisons be-
tween the separate and consolidated re-
sults.

(5) If a material business combina-
tion accounted for as a purchase has
occurred during the current fiscal year,
pro forma disclosure shall be made of
the results of operations for the cur-
rent year up to the date of the most re-
cent interim balance sheet provided
(and for the corresponding period in
the preceding year) as though the com-
panies had combined at the beginning
of that period. This pro forma informa-
tion shall, at a minimum, show:

(i) Total operating income.
(ii) Income before securities gains

(losses), extraordinary items, and the
cumulative effect of accounting
changes.

(iii) Net income.
(6) In addition to meeting the report-

ing requirements specified by existing
accounting pronouncements for ac-
counting changes, the institution shall
state the date of any material account-
ing change and the reasons for making
it. In addition, a letter from the per-
sons who verify the institution’s finan-
cial statements shall be filed as an ex-
hibit, indicating whether or not the
change is to an alternative principle
which in their judgment is preferable
under the circumstances, except that
no such letter need be filed when the
change is made in response to a stand-
ard adopted by the Financial Account-
ing Standards Board which requires
such change.

(7) Any material retroactive prior pe-
riod adjustment made during any pe-
riod covered by the interim financial
statements shall be disclosed, together
with its effect upon net income and
upon the balance of undivided profits
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for any prior period included. If results
of operations for any period presented
have been adjusted retroactively by
such an item subsequent to the initial
reporting of such period, similar disclo-
sure of the effect of the change shall be
made.

(8) The interim financial statements
furnished shall reflect all adjustments
that are, necessary to a fair statement
of the results for the interim periods
presented. A statement to that effect
shall be included. Furnish any material
information necessary to make the in-
formation called for not misleading,
such as a statement that the results for
interim periods are not necessarily in-
dicative of results to be expected for
the year.

(c) Management’s discussion and anal-
ysis of financial condition and results of
operations. Discuss material changes, if
any, to the information provided to
shareholders pursuant to § 620.5(g) that
have occurred during the periods speci-
fied in paragraphs (d)(1) and (2) of this
section. Such additional information as
is needed to enable the reader to assess
material changes in financial condition
and results of operations between the
periods specified in paragraphs (d)(1)
and (2) of this section shall be provided.

(1) Material changes in financial condi-
tion. Discuss any material changes in
financial condition from the end of the
preceding fiscal year to the date of the
most recent interim balance sheet pro-
vided. If the interim financial state-
ments include an interim balance sheet
as of the corresponding interim date of
the preceding fiscal year, any material
changes in financial conditions from
that date to the date of the most re-
cent interim balance sheet provided
also shall be discussed. If discussions of
changes from both the end and the cor-
responding interim date of the pre-
ceding fiscal year are required, the dis-
cussions may be combined at the dis-
cretion of the institution.

(2) Material changes in results of oper-
ations. Discuss any material changes in
the institution’s results of operations
with respect to the most recent fiscal
year-to-date period for which an in-
come statement is provided and the
corresponding year-to-date period of
the preceding fiscal year. Such discus-
sion also shall cover material changes

with respect to that fiscal quarter and
the corresponding fiscal quarter in the
preceding fiscal year. In addition, if
the institution has elected to provide
an income statement for the 12-month
period ended as of the date of the most
recent interim balance sheet provided,
the discussion also shall cover material
changes with respect to that 12-month
period and the 12-month period ended
as of the corresponding interim balance
sheet date of the preceding fiscal year.

(d) Financial statements. The following
financial statements shall be provided:

(1) An interim balance sheet as of the
end of the most recent fiscal quarter
and as of the end of the preceding fiscal
year. A balance sheet for the com-
parable quarter of the preceding fiscal
year is optional.

(2) Interim statements of income for
the most recent fiscal quarter, for the
period between the end of the preceding
fiscal year and the end of the most re-
cent fiscal quarter, and for the com-
parable periods for the previous fiscal
year.

(3) Interim statements of changes in
protected borrower capital and at-risk
capital for the period between the end
of the preceding fiscal year and the end
of the most recent fiscal quarter, and
for the comparable period for the pre-
ceding fiscal year.

(4) For banks, interim statements of
cash flows for the period between the
end of the preceding fiscal year and the
end of the most recent fiscal quarter,
and for the comparable period for the
preceding fiscal year. For associations,
interim statements of cash flows are
optional.

(e) Review by independent public ac-
countant. The interim financial infor-
mation need not be audited or reviewed
by an independent public accountant
prior to filing. If, however, a review of
the data is made in accordance with
the established professional standards
and procedures for such a review, the
institution may state that the inde-
pendent accountant has performed
such a review. If such a statement is
made, the report of the independent ac-
countant on such review shall accom-
pany the interim financial informa-
tion.

(f) If any amount that would other-
wise be required to be shown by this
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subpart with respect to any item is not
material, it need not be separately
shown. The combination of insignifi-
cant items is permitted.

[51 FR 21341, June 12, 1986, as amended at 53
FR 3337, Feb. 5, 1988. Redesignated and
amended at 56 FR 29421, 29424, June 27, 1991]

Subpart D—Notice to
Shareholders

SOURCE: 62 FR 15093, Mar. 31, 1997, unless
otherwise noted.

§ 620.15 Notice.
(a) Each Farm Credit bank and direct

lender association shall prepare, file
with the farm Credit Administration,
and distribute a notice to shareholders,
within 30 days following the monthend
that the institution initially deter-
mines that it is not in compliance with
the minimum permanent capital stand-
ards prescribed under § 615.5205 of this
chapter.

(b) An institution that has given no-
tice to shareholders pursuant to para-
graph (a) of this section or subsequent
notice pursuant to this paragraph shall
also prepare, file with the Farm Credit
Administration, and distribute to
shareholders a notice within 45 days
following the end of any subsequent
quarter at which the institution’s per-
manent capital ratio decreases by one-
half of 1 percent or more from the level
reported in the most recent notice dis-
tributed to shareholders.

(c) Each institution required to pre-
pare a notice under § 620.15 (a) or (b)
shall distribute the notice to share-
holders by mail or otherwise furnish
the information required in the notice
by publishing it in any publication
with circulation wide enough to be rea-
sonably assured that all of the institu-
tion’s shareholders have access to the
information in a timely manner.

§ 620.17 Contents of the notice.
(a) The information required to be in

a notice must be conspicuous, easily
understandable, and not misleading.

(b) A notice, at a minimum, shall in-
clude:

(1) A statement that:
(i) Briefly describes the regulatory

minimum permanent capital standard

established by the Farm Credit Admin-
istration and the notice requirement of
§ 620.15(a);

(ii) Indicates the institution’s cur-
rent level of permanent capital; and

(iii) Notifies shareholders that the in-
stitution’s permanent capital is below
the Farm Credit Administration regu-
latory minimum standard.

(2) A statement of the effect that
noncompliance has had on the institu-
tion and its shareholders, including
whether the institution is currently
prohibited by statute or regulation
from retiring stock or distributing
earnings or whether the Farm Credit
Administration has issued a capital di-
rective or other enforcement action to
the institution.

(3) A complete description of any
event(s) that may have significantly
contributed to the institution’s non-
compliance with the minimum perma-
nent capital standard.

(4) A statement that the institution
is required by regulation to distribute
another notice to shareholders within
45 days following the end of any subse-
quent quarter at which the institu-
tion’s permanent capital ratio de-
creases by one half of one percent or
more from the level reported in the no-
tice.

Subpart E—Association Annual
Meeting Information Statement

SOURCE: 51 FR 8656, Mar. 13, 1986, unless
otherwise noted. Redesignated at 56 FR 29421,
June 27, 1991, and further redesignated at 62
FR 15093, Mar. 31, 1997.

§ 620.20 Preparing and distributing
the information statement.

(a) Each association of the Farm
Credit System shall prepare and dis-
tribute to its shareholders at least 10
days prior to any meeting at which di-
rectors are to be elected an informa-
tion statement (‘‘statement’’).

(b) The statement shall incorporate
by reference the annual report to
shareholders required by subpart B of
this part and contain the information
specified in § 620.21 and such other ma-
terial information as is necessary to
make the required statement, in light
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